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SUBJECT: FOLLOW-UP ON DEVALUATION OF THE PESETA 

REE: MADRID 5234 

1. SUMMARY: BANK OF SPAIN GOVERNOR APPEARED ON TELEVISION 
LAST NIGHT AND TOLD THE NATION THAT INFLATION AND THE 
BALANCE OF PAYMENTS DEFICIT HAD FORCED YESTERDAY'S DEVALUA- 
TION. HE SAID SPAIN LOST OVER ONE BILLION DOLLARS IN THE 

LAST SIX WEEKS TRYING TO DEFEND THE OLD PESETA PARITY. 

END SUMMARY. 

2. FOLLOWING LAST NIGHT'S EVENING NEWS BROADCAST, BANK OE 
SPAIN GOVERNOR LOPEZ LETONA ADDRESSED THE NATION ON THE 
SUBJECT OF THAT MORNING'S PESETA DEVALUATION. IN 
EXPLAINING WHY THE PESETA HAD BEEN DEVALUED, HE MADE THE 
FOLLOWING POINTS: 

-UNLIKE OTHER COUNTRIES, SPAIN'S INFLATION WAS 
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BOTH HIGH AND WORSENING. 

- THE INFLATION MADE SPAIN'S STILL DETERIORATING 
BALANCE OF PAYMENTS SITUATION MORE DIEFICULT TO COPE WITH. 
-SPAIN HAS THE BIGGEST PAYMENTS DEFICIT IN EUROPE. 

- SPAIN LOST OVER ONE BILLION DOLLARS IN FOREIGN RESERVES 

IN THE LAST SIX WEEKS IN AN ATTEMPT TO DEPEND THE OLD PESETA 
PARITY. (THE TOTAL SO FAR THIS YEAR WAS 1.8 BILLION DOLLARS.) 
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3. HOW TO PLAY WITH NUMBERS: IN A FAMILIAR MATHEMA- 
TICAL EXERCISE WITH PUBLIC RELATIONS OVERTONES 
THE BANK OF SPAIN AND NATIONAL BROADCAST MEDIA 
PREFER TO VIEW THE SIZE OE THE DEVALUATION AS 20 
PERCENT, AND NOT 25 PERCENT. THE 25 PERCENT FIGURE 
IS ARRIVED AT BY FOLLOWING THE NORMAL PRACTICE OE 
COMPARING PESETA/DOLLAR RATES. THE BANK OE SPAIN 
OBTAINS THE LOWER EIGURE BY COMPARING DOLLAR/ 

PESETA RATES. (NEVERTHELESS, IT STILL REMAINS 
TRUE THAT IMPORTERS WILL PAY 25 PERCENT MORE FOR 
THEIR FOREIGN-PRICED IMPORTS, AND WILL RECEIVE 25 
PERCENT LESS NATIONAL CURRENCY FOR THEIR EXPORTS.) 
ALTHOUGH THE GOVERNMENT BROADCAST MEDIA HAVE BREN 
EMPHASIZING THAT THE DEVALUATION WAS 20 PERCENT, 

LOPEZ LETONA AVOIDED MENTION OF ANY FIGURE IN LAST 
NIGHT'S SPEECH. INSTEAD, HIS SPEECH WAS PRECEDED 
AND EOLLOWED BY NEWS COMMENT HIGHLIGHTING THE LOWER 
FIGURE. STABLER 
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